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GAS and Circular A-133 Developments—2012

Notice to Readers
This Audit Risk Alert replaces Government Auditing Standards and Circular
A-133 Developments—2011.
This Audit Risk Alert is intended to provide auditors who perform audits under
Government Auditing Standards or Office of Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations
with an overview of recent industry, technical, regulatory, and professional
developments that may affect the audits and other engagements they perform.
This Audit Risk Alert also can be used by an entity's internal management to
address areas of audit concern.
This publication is an other auditing publication, as defined in AU section 150,
Generally Accepted Auditing Standards (AICPA, Professional Standards).1
Other auditing publications have no authoritative status; however, they may
help the auditor understand and apply the Statements on Auditing Standards.
If an auditor applies the auditing guidance included in an other auditing publication, he or she should be satisfied that, in his or her judgment, it is both relevant to the circumstances of the audit and appropriate. The auditing guidance
in this document has been reviewed by the AICPA Audit and Attest Standards
staff and published by the AICPA and is presumed to be appropriate. This document has not been approved, disapproved, or otherwise acted on by a senior
technical committee of the AICPA.
Recognition
The AICPA gratefully acknowledges the following individuals for their essential contributions in creating this publication.
Laura Hyland
Teresa Bordeaux
Amanda Nelson
Ralph DeAcetis
Rafael Roman
Erica Forhan
Brian Schebler
John Good
Scott Simpson
Kelly Hunter
AICPA Staff
Susan M. Reed
Technical Manager
Accounting and Auditing Publications
Feedback
The Audit Risk Alert Government Auditing Standards and Circular A-133
Developments is published annually. As you encounter audit or industry issues
that you believe warrant discussion in next year's Audit Risk Alert, please
feel free to share them with us. Any other comments that you have about the
Audit Risk Alert also would be appreciated. You may e-mail these comments
to A&APublications@aicpa.org.

1
The guidance related to generally accepted auditing standards presented in this alert is based
on preclarity standards except when an "AU-C" section identifier is used instead of "AU" section.
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How This Alert Helps You
.01 This Audit Risk Alert (alert) helps you plan and perform audits conducted in accordance with Government Auditing Standards (also known as the
Yellow Book) and Office of Management and Budget (OMB) Circular A-133,
Audits of States, Local Governments and Non-Profit Organizations (Circular
A-133). The alert can also be used by an entity's internal management to address areas of audit concern. This alert provides information to assist you in
achieving a more robust understanding of the business, economic, and regulatory environments in which your clients operate. The alert is an important
tool to help you identify the significant risks that may affect the audit and
delivers information about emerging practice issues and current auditing and
regulatory developments as they relate to audits performed under Government
Auditing Standards and OMB Circular A-133. You should refer to the full text
of auditing pronouncements, as well as the full text of any rules or publications
that are discussed in this alert.
.02 This alert is intended to be used in conjunction with the Audit Risk
Alert General Accounting and Auditing Developments—2011/12 (product no.
0223311), which explains important issues that affect all entities in all industries in the current economic climate.
.03 It is essential that the auditor understand the meaning of audit risk
and the interaction of audit risk with the objective of obtaining sufficient appropriate audit evidence. In AU section 312, Audit Risk and Materiality in
Conducting an Audit (AICPA, Professional Standards), audit risk is broadly
defined as the risk that the auditor may unknowingly fail to appropriately modify his or her opinion on financial statements that are materially misstated.
Further, paragraph .04 of AU section 314, Understanding the Entity and Its
Environment and Assessing the Risks of Material Misstatement (AICPA, Professional Standards), explains that the auditor should use professional judgment to determine the extent of the understanding required of the entity and
its environment. The auditor's primary consideration is whether the understanding that has been obtained is sufficient to assess risks of material misstatement of the financial statements and to design and perform further audit
procedures.

Legislative and Regulatory Developments
Government Auditing Standards, December 2011 Revision
.04 The Government Accountability Office (GAO) issued the 2011 revision of Government Auditing Standards (2011 revision) in December 2011.
This revision supersedes a previously released interim version of the standards, 2011 Internet Version of Government Auditing Standards (interim revision) that was issued in August 2011. Note that minimal changes were made
between the interim revision and the final 2011 revision. Upon its effective
date, the 2011 revision supersedes Government Auditing Standards, July 2007
Revision.
.05 The effective date of the 2011 revision for financial audits and attestation engagements is for periods ending on or after December 15, 2012, which
is the same effective date as the clarified auditing standards recently issued by
the AICPA. It is effective for performance audits beginning on or after December 15, 2011. Early implementation of the 2011 revision is not permitted. Note
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that the information in this section discusses changes in Government Auditing
Standards primarily as it relates to financial statement audits.

Summary of Changes—2011 Revision of Government
Auditing Standards
.06 The stated purpose of the 2011 revision is to promote the modernization of auditing standards, to streamline Government Auditing Standards
to other standard setters, and to address issues that the GAO has observed.
The discussion that follows highlights some of the revisions to the standards.
Readers are encouraged to read the full text for complete information. The 2011
revision is available on the GAO website at www.gao.gov/yellowbook.
.07 For financial audits, the 2011 revision, including its general standards, adopts all AICPA auditing standards and incorporates them into the
document by reference. As a result, the 2011 revision does not include any
content describing AICPA auditing standards. Instead, the 2011 revision sets
forth the additional standards and related requirements of Government Auditing Standards. Clarity project conventions were considered in revising
the standards, and certain language was revised to harmonize with AICPA
standards. The 2011 revision requires the auditor to comply with the additional requirements found in chapters 1–4 of the 2011 revision when performing a financial statement audit in accordance with Government Auditing
Standards.

Independence
.08 The most significant change in the 2011 revision relates to the standards for auditor independence as described in chapter 3, "General Standards,"
of the 2011 revision. The 2011 revision introduces a conceptual framework approach to independence using a threats and safeguards approach similar to
the AICPA Code of Professional Conduct. However, there are differences between the 2011 revision and the AICPA Code of Professional Conduct, including
when the conceptual framework is required to be used to assess independence.
The 2011 revision contains a number of nonaudit service prohibitions that
are generally consistent with the AICPA independence standards. For nonaudit services not specifically prohibited, auditors must apply the new conceptual
framework and assess management's ability to effectively oversee the nonaudit
service and document that assessment. Although not prohibited, the 2011 revision states that activities such as financial statement preparation and cash
to accrual conversions are considered to be nonaudit services and should be
evaluated using the conceptual framework established under Government Auditing Standards. The 2011 revision also contains new independence-related
documentation requirements, some of which go beyond AICPA standards. Note
that the document, Government Auditing Standards: Answers to Independence
Standards Questions, will be retired and does not apply to audits performed in
accordance with the 2011 revision.
.09 As noted previously, for financial audits, the 2011 revision is effective
for periods ending on or after December 15, 2012. Early implementation is
not permitted. However, auditors performing nonaudit services that relate to
periods ending on or after December 15, 2012, should be independent for the
entire period under audit. Therefore, such auditors would need to consider the
2011 revision prior to its effective date. For example, an auditor considering
the performance of nonaudit services that relate to the audit period ending
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December 31, 2012, should consider the independence requirements contained
in the 2011 revision.
.10 See the following section, "Summary of Revisions Related to Independence," for a detailed discussion of the revisions related to independence.
Also see the section "Practice Aid Available to Assist Auditors With the New
2011 Independence Requirements" to learn about a tool to assist auditors with
evaluating independence as it relates to nonaudit services and preparing appropriate related documentation.

Competence
.11 Clarification is made that auditors qualified to perform Government
Auditing Standards engagements include auditors in states with multiclass
licensing systems that recognize licensed accountants other than CPAs.

Continuing Professional Education—Internal Specialists
.12 The distinction between internal and external specialists is highlighted, and continuing professional education (CPE) requirements for internal
specialists have been clarified in the 2011 revision. Internal specialists consulting on a Government Auditing Standards engagement, who are not involved
in directing, performing audit procedures, or reporting on the audit, should be
qualified and maintain professional competence in their area of expertise; however, they are not required to meet the Government Auditing Standards CPE
requirements. Internal specialists performing work as part of the audit team
are required to meet the Government Auditing Standards CPE requirements,
and there is no change to that requirement. The 2011 revision continues the
requirement that external specialists assisting in performing a Government
Auditing Standards engagement be qualified and competent in their areas
of specialization; however, external specialists are not required to meet the
Government Auditing Standards CPE requirements.

Quality Control
.13 The quality control requirements in the 2011 revision have been further harmonized with AICPA requirements, including communicating deficiencies noted and recommending remedial actions.

Peer Review
.14 The peer review requirements in the 2011 revision were further harmonized with AICPA requirements, including a revision of categories of peer
review reports to "Pass," "Pass with Deficiencies," and "Fail." Furthermore,
the 2011 revision includes guidance on modifying peer review reports when
the scope of the review is limited. A requirement was added for the peer review team to include, either in the peer review report or in a separate written
communication, a detailed description of peer review findings, conclusions, and
recommendations related to deficiencies or significant deficiencies found.

Reporting on Restatement of Previously Issued Financial Statements
.15 The 2007 revision of Government Auditing Standards contained requirements regarding procedures to be performed and communications to be
made related to previously issued financial statements. As part of the overall
goal to streamline Government Auditing Standards to other standard setters,
the 2011 revision removes any additional requirements (established in the
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2007 revision) regarding previously issued financial statements. Instead, the
guidance found in generally accepted auditing standards (GAAS) should be
followed.

Summary of Revisions Related to Independence
.16 This section provides a summary of Government Auditing Standards
requirements and guidance related to independence, as found in chapter 3 of
the 2011 revision. That chapter states that in all matters relating to audit
work, the audit organization and the individual auditor must be independent
in mind and in appearance. Auditors should be independent from an audited
entity during

r
r

any period of time that falls within the period covered by the
financial statements or subject matter of the audit.
the period of the professional engagement. That period begins
when the auditor either signs an initial engagement letter or other
agreement to perform an audit or begins to perform an audit,
whichever is earlier. The period lasts for the entire duration of
the professional engagement (which, for recurring audits, could
cover many periods). The period ends with the termination of the
professional relationship or the issuance of the report, whichever
is later.

.17 The 2011 revision establishes a conceptual framework similar to the
AICPA Code of Professional Conduct that auditors use to identify, evaluate,
and apply safeguards to address threats to independence. It can be applied to
many variations in circumstances and allows auditors to address threats to
independence that result from activities that are not specifically prohibited by
Government Auditing Standards. The conceptual framework should be applied
by the auditor at the audit organization, audit, and individual auditor levels
to

r
r
r

identify threats to independence.
evaluate the significance of the threats identified, both individually and in the aggregate.
apply safeguards as necessary to eliminate threats or reduce them
to an acceptable level.

If safeguards are not available to eliminate an unacceptable threat or reduce
it to an acceptable level, independence is considered to be impaired.

Threats and Safeguards
.18 Threats to independence are circumstances that could impair independence. Whether independence is impaired depends on the nature of the
threat, its significance, and the specific safeguards applied to eliminate the
threat or reduce it to an acceptable level. The broad categories of threats to
independence as found in paragraph 3.14 of the 2011 revision are as follows:

r
r
r
r
r
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Self-review threat
Bias threat
Familiarity threat
Undue influence threat

r
r
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Management participation threat
Structural threat

.19 Appendix I of the 2011 revision includes some common examples of
threats to independence.
.20 When threats are identified, auditors should determine whether those
threats to independence are at an acceptable level or have been eliminated or
reduced to an acceptable level through the application of safeguards. Auditors
should evaluate threats both individually and in the aggregate. A threat to
independence is not acceptable if it either (a) could affect the auditor's ability to perform an audit without being affected by influences that compromise
professional judgment, or (b) could expose the auditor or audit organization
to circumstances that would cause a reasonable and informed third party to
conclude that the integrity, objectivity, or professional skepticism of the audit
organization, or a member of the audit team, had been compromised.
.21 When an auditor identifies threats to independence and, based on
an evaluation of those threats, determines that they are not at an acceptable
level, the auditor should determine whether appropriate safeguards are available and can be applied to eliminate the threats or reduce them to an acceptable
level. The auditor should exercise professional judgment in making that determination and should take into account whether both independence of mind
and independence in appearance are maintained. The auditor should evaluate
both qualitative and quantitative factors when determining the significance of
a threat.
.22 Safeguards are controls designed to eliminate or reduce to an acceptable level threats to independence and address the specific facts and circumstances under which threats to independence exist. In some cases, multiple
safeguards may be necessary to address a threat. Paragraphs 3.17–.19 of the
2011 revision provide examples of safeguards that may be effective under certain circumstances. Although the list does not provide safeguards for all circumstances, it does provide a starting point for auditors who have identified
threats to independence and are considering what safeguards could eliminate
the threats or reduce them to an acceptable level.
.23 In cases in which threats to independence are not at an acceptable
level, thereby requiring the application of safeguards, the auditors should document the threats identified and the safeguards applied to eliminate the threats
or reduce them to an acceptable level.

Nonaudit Services
.24 When an audit organization provides nonaudit services to an entity
it audits, it should assess the impact that providing those nonaudit services
may have on auditor and audit organization independence and respond to any
identified threats to independence in accordance with Government Auditing
Standards. Threats related to nonaudit services often include threats related
to management participation and self-review. Auditors should apply the conceptual framework at the audit organization, audit, and individual auditor
level to identify, evaluate, and apply safeguards as necessary. The section in
Government Auditing Standards related to nonaudit services provides requirements and guidance on evaluating threats to independence relating to nonaudit
services.

ARA-SGA .24
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.25 Before an agreement is made for the auditor to provide a nonaudit
service to an audited entity, the auditor should determine whether providing
such a service would create a threat to independence, either by itself or in the
aggregate with other nonaudit services provided. As noted in the preceding
paragraph, the conceptual framework should be used in assessing independence related to the auditor providing nonaudit services. Although there are
other considerations as found in the conceptual framework, an important factor in this determination is consideration of management's ability to effectively
oversee the nonaudit service to be performed. The auditor should determine if
the audited entity has designated an individual who possesses suitable skill,
knowledge, or experience (SKE) and that the individual understands the services to be performed sufficiently to oversee them. In addition, the auditor
should document consideration of management's ability to effectively oversee
nonaudit services to be performed. Note that the individual is not required to
possess the expertise to perform or reperform the services. If it is determined
that this individual, or management, does not possess the SKE to oversee the
performance of the nonaudit service, or that management is unwilling to assume responsibility for such services, an auditor's provision of the nonaudit
service would impair independence.
.26 Auditors may be able to provide nonaudit services in the broad areas indicated in paragraphs 3.49–.58 of the 2011 revision without impairing
independence if

r
r
r

the nonaudit services are not expressly prohibited;
the auditor has determined that the requirements for performing nonaudit services in paragraphs 3.34–.44 have been met, including a determination that a designated individual possesses
suitable SKE to oversee the nonaudit service; and
significant threats to independence have been eliminated or reduced to an acceptable level through the application of safeguards.

.27 Paragraph 3.58 of the 2011 revision summarizes certain nonaudit services (not discussed elsewhere in the standards) that always impair an auditor's
independence. It is important to note that the specific prohibited nonaudit services identified in the standards are not the only services that would impair
independence. Other nonaudit services that would impair independence should
be identified through applying the conceptual framework to the nonaudit
service.
.28 The 2011 revision discusses and identifies specific routine activities
performed by auditors that are not considered nonaudit services and, therefore, would not have to be evaluated using the conceptual framework. Routine
activities generally involve providing advice or assistance to the entity on an
informal basis as part of an audit. They are typically insignificant in terms of
time incurred or resources expended and generally do not result in a specific
project or engagement or in the auditors producing a formal report or other
formal work product. Note, however, activities such as financial statement
preparation, cash to accrual conversions, and reconciliations are considered
nonaudit services under Government Auditing Standards, not routine activities related to the performance of an audit, and would have to be evaluated
using the conceptual framework.
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Documentation
.29 Documentation requirements have been added to support adequate
consideration of auditor independence. These requirements are a significant
change from previous requirements under Government Auditing Standards.
Paragraph 3.59 of the 2011 revision adds specific documentation requirements
that include documentation of

r
r
r
r

threats to independence that require the application of safeguards, and the safeguards applied to eliminate threats or reduce
them to an acceptable level, in accordance with the conceptual
framework.
consideration of audited entity management's ability to effectively
oversee a nonaudit service to be provided by the auditor.
the auditor's understanding with an audited entity for which the
auditor will perform a nonaudit service.
safeguards applied as required by paragraph 3.30 if an audit organization is structurally located within a government entity.

Final Note Related to Independence
.30 As noted previously, there are differences between the independence
standards found in the 2011 revision and AICPA independence standards. One
difference is that although both standards make use of a conceptual framework, the 2011 revision requires all circumstances or relationships that may
result in threats to independence, including permitted nonaudit services, to
undergo a threats and safeguards analysis using the conceptual framework.
The AICPA independence standards only require such an analysis when making decisions on independence matters that are not explicitly addressed in the
Code of Professional Conduct. Also, the documentation of management's SKE
is an additional requirement under the 2011 revision.

Resources Available Related to Independence
.31 A practice aid, 2011 Yellow Book Independence—Non-Audit Services
Documentation Practice Aid, has been developed by the AICPA Governmental Audit Quality Center (GAQC) to assist an auditor in evaluating nonaudit
services and the effect of performing such services on auditor independence under the 2011 revision. This practice aid contains numerous explanations and
illustrations that will help auditors in applying the conceptual framework for
independence contained in the 2011 revision and complying with the new independence documentation requirements, including how auditors can document
the consideration of management's SKE. See the "Resource Central" section
for information on obtaining this practice aid and other resources related to
auditor independence.

GAO Study—Improvements Needed in Oversight
and Accountability Processes
.32 In June 2011, the GAO released a study, "Improvements Needed in
Oversight and Accountability Processes," that built on GAO's prior findings
related to the single audit process. The study highlights issues related to single
audits in an ongoing attempt to ensure that grants issued by federal agencies
are used for their intended purposes and that risks of fraud, waste, and abuse
are minimized. The information found in this report, as summarized in the
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following paragraphs, provides stakeholders with an indication of changes that
may occur in the single audit process in the future and provides background on
the OMB Advance Notice of Proposed Guidance discussed later in this alert.
.33 The GAO and others have identified and reported on significant concerns with the single audit process. It was noted that those issues have diminished the effectiveness of the accountability mechanism in government
agencies. In particular, the results of studying the situation have found that

r
r
r

the federal oversight structure is not adequate to monitor the
efficiency and effectiveness of the single audit process;
the time frames of the single audit process do not facilitate the
timely identification and correction of audit findings; and
single audit stakeholders have raised concerns about the complexity and relative costs and benefits of the single audit requirements,
especially at smaller entities.

.34 The study notes that OMB is conducting initiatives looking to improve
the process, but the time frames for implementing the results of ongoing studies
are unclear. See the discussion "OMB Developments" in the "On the Horizon"
section of this alert for an update on developments in this area.
.35 In order to address the issues found, the GAO has identified a number
of needed improvements to the grant and single audit process. The improvements can be categorized in the following areas:

r
r
r

Improve the federal oversight structure of monitoring grants to
improve the efficiency and effectiveness of the single audit process
Revise single audit reporting to allow timely identification and
correction of audit findings and to allow timely correction of internal control deficiencies
Focus on high risk activities, programs, and recipients while potentially streamlining, simplifying, or reducing focus on areas of
low risk

.36 These recommendations have resulted in some changes and are likely
to result in additional ones. The report is available on the GAO website at
www.gao.gov/products/GAO-11-773T. See the discussions "Update on Improper
Payments Initiative" and "OMB Developments" in the "On the Horizon" section
of this alert.

Update on Improper Payments Initiative
.37 The Improper Payments Elimination and Recovery Act of 2010
(IPERA) put increased focus on reducing improper payments made by the
federal government. IPERA amended a prior act by expanding on previous requirements for identifying, estimating, and reporting on programs and activities susceptible to significant improper payments and expanding requirements
for recovering overpayments. In addition, a broader requirement for federal
agencies to conduct recovery audits, when cost effective, for each program and
activity with at least $1 million in annual program outlays significantly lowered the prior $500 million threshold for required recovery audits. IPERA calls
for federal agencies' inspectors general to annually determine whether their
respective agencies are in compliance with key act provisions and to report
on their determinations. OMB plays a key role in the oversight of improper
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payments and has established guidance for federal agencies on reporting, reducing, and recovering improper payments. Various work groups have been
established to develop recommendations aimed at improving federal financial
management activities related to reducing improper payments.
.38 Fiscal year 2011 was the first year of implementation of the IPERA. A
report, "Moving Forward with Government-wide Reduction Strategies," dated
February 7, 2012, was issued to provide information on progress made in this
area, regarding both estimating and reducing improper payments and the remaining challenges in meeting current requirements to estimate and report on
improper payments. Federal agencies reported improper payment estimates
totaling $115.3 billion, a decrease of $5.3 billion, for fiscal year 2011. To put
this into perspective, and based on estimates, this is approximately 4.7 percent of the $2.5 trillion in total spending during that year in the related programs. For more information, the report can be found on the GAO website at
www.gao.gov/products/GAO-12-405T.
.39 The 2011 OMB Circular A-133 Compliance Supplement (compliance
supplement) contains information for auditors related to improper payments.
Per the 2011 compliance supplement, improper payment means

r
r
r
r

any payment that should not have been made or that was made in
an incorrect amount under statutory, contractual, administrative,
or other legally applicable requirements.
incorrect amounts are overpayments or underpayments that are
made to eligible recipients (including inappropriate denials of payment or service, any payment that does not account for credit for
applicable discounts, payments that are for the incorrect amount,
and duplicate payments).
any payment that was made to an ineligible recipient or for an
ineligible good or service or payments for goods or services not
received (except for such payments that are authorized by law).
any payment that an agency's review is unable to discern as a
proper payment as a result of insufficient or lack of documentation.

.40 Part 3, "Compliance Requirements," of the 2011 compliance supplement notes that auditors should be alert to improper payments, particularly
when testing the following parts of Section III.—A, "Activities Allowed or Unallowed;" B, "Allowable Costs/Cost Principles;" E, "Eligibility;" and, in some
cases, N, "Special Tests and Provisions." It is expected that information relating to improper payments found in the 2012 compliance supplement will be
similar to that found in the 2011 compliance supplement.

Federal Funding Accountability and Transparency Act
.41 The reporting requirements of the Federal Funding Accountability and
Transparency Act (FFATA) were fully phased in on March 1, 2011. The 2011
compliance supplement added new compliance requirements and suggested
auditor procedures relating to those reporting requirements.
.42 Over the past year, a number of questions and issues have arisen about
FFATA reporting. One issue relates to how an auditor should test compliance
regarding subaward reporting under FFATA. This question arose, in part,
because some recipients that have attempted to submit the required FFATA
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reporting had technical or other issues with the FFATA Sub-award Reporting
System (FSRS) that resulted in them not being able to comply with the required
reporting. A question and answer (Q&A) that addresses this situation has been
added to the Frequently Asked Questions (FAQ) section of the FSRS website at
www.fsrs.gov/#a-faqs. The Q&A clarifies what auditors should consider when
evaluating compliance with FFATA reporting requirements as follows:
The auditor is not required to consider audit findings or modifications
of audit opinions based solely on Part 3.L, steps 10 and 112 when
performing the risk based approach under OMB Circular A-133 if the
auditor can determine that the recipient previously demonstrated a
"good faith" effort to comply. For example, a material non-compliance,
material weakness in internal control over compliance, or a modified
opinion based solely on Part 3.L, steps 10 and 11 in a previously issued
audit report would not preclude a program from being low risk or an
entity from qualifying as a low risk auditee in the two subsequent year
audits if the auditor determines the recipient demonstrated a "good
faith" effort.
This modified audit guidance is being provided due to the newness of the
FFATA reporting requirements and implementation challenges that recipients
have had with the new FFATA reporting process. However, it is important for
recipients to note that they are still required to comply with FFATA requirements and the requirements will continue to be subject to audit in FY 2012.
Auditors performing 2011 single audits are strongly encouraged to remind
those charged with governance of the entity's responsibilities under FFATA.
.43 The 2012 compliance supplement is expected to make further clarifications to the FFATA guidance that appeared in the 2011 compliance supplement
and will incorporate the Q&A previously noted.

OMB Circular A-133 Compliance Supplement Update
.44 The compliance supplement, issued annually by the OMB, is one of
the most important pieces of guidance used by an auditor in a single audit. The
compliance supplement identifies the compliance requirements that the federal
government expects to be considered as part of a compliance audit of major federal programs required by the Single Audit Act. For the programs it includes,
the compliance supplement provides a source of information for auditors to
understand the federal program's objectives, procedures, and compliance requirements relevant to the audit, as well as audit objectives and suggested
audit procedures for determining compliance with these requirements. Part 7,
"Guidance for Programs Not Included," provides guidance on how to identify
the applicable compliance requirements for those major federal programs not
included in the compliance supplement and for program-specific audits when
a program-specific audit guide is not available.
.45 Each year, agency program information and compliance requirements
are updated, as necessary, to keep the compliance supplement current. In
addition, the compliance supplement is a key mechanism that the OMB is
using to notify auditors of entities with expenditures of American Recovery
and Reinvestment Act of 2009 (Recovery Act) funds of additional compliance
2
This refers to content found in the 2011 Office of Management and Budget (OMB) Circular A-133 Compliance Supplement relating to compliance with Federal Funding Accountability and
Transparency Act reporting.
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requirements and related auditor guidance. Normal types of changes are anticipated in the 2012 compliance supplement (for example, new, revised, and
deleted programs). Revisions of note expected in the 2012 compliance supplement are as follows:

r
r

r

Part 3, Compliance Requirement L, "Reporting," modified to clarify certain aspects of subaward reporting under FFATA.
Part 3, Compliance Requirement M, "Subrecipient Monitoring,"
modified to add another factor for pass-through entities to consider when determining the nature, timing, and extent of duringthe-award monitoring. The new factor relates to the extent of federal monitoring for entities that are both prime and subrecipients
of federal awards.
Appendix 7, Other OMB Circular A-133 Advisories, "Effect of Expenditures of ARRA Awards on Major Program Determination"
modified to change one of the conditions necessary for a Type
A program to be considered low risk. The condition in the 2011
compliance supplement that reads "the program or cluster was
audited as a major program in the prior audit period" is expected
to be modified to "the program or cluster was audited as a major
program in either of the two prior audit periods."

.46 At the date of this writing, the 2012 compliance supplement had not
been issued. However, when issued, it will be available on the OMB's website
at www.whitehouse.gov/omb/circulars default/.

Department of Housing and Urban Development—Update on
Small Supervised Lenders and Mortgagees Requirements
.47 As background information, Mortgagee Letter (ML) 2009-31, issued
by the Department of Housing and Urban Development (HUD) in late 2009,
resulted in revisions to audit requirements for supervised mortgagees (for example, depository institutions) that participate in the Federal Housing Administration (FHA) insured loan program that required a financial statement audit
to be performed under Government Auditing Standards and a compliance audit
under the HUD Consolidated Audit Guide for Audits of HUD programs (HUD
audit guide). Then, in July 2011, HUD issued ML 2011-25 to advise supervised
lenders and mortgagees with consolidated assets below the audited financial
statement reporting thresholds, currently $500 million (referred to hereinafter
as small supervised lenders and mortgagees), of changes to the FHA requirements regarding the submission of audited financial statements as a condition
for FHA lender approval and renewal. An FAQ document dated February 12,
2012, provides a summary of ML 2011-25, noting that FHA small supervised
lenders and mortgagees qualify for a waiver and are not required to submit
audited financial statements or an audited computation of net worth to the
FHA. The FAQ also extended the original waiver to April 7, 2013.
.48 The FAQ noted that in lieu of audited financial statements, small
supervised lenders and mortgagees must submit a copy of their unaudited regulatory report that aligns with their fiscal year-end. The FAQ noted which
reports will be accepted. In addition, the FAQ clarified that the waiver applies
only to the submission of audited financial statements. It also noted that a
small supervised lender and mortgagee is required to submit an independent
auditor's report on both the (a) internal control as it relates to administering
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HUD-assisted programs, and (b) compliance with specific requirements applicable to major and non-major HUD programs.
.49 Most recently, an e-mail was sent by HUD to supervised lenders and
mortgagees informing them of additional interim changes that waive the compliance audit requirement for small supervised lenders and mortgagees. The
e-mail states that, until further guidance is issued by HUD, small supervised
lenders and mortgagees are not required to submit the report on internal control or the report on compliance that is noted in the preceding paragraph. The
e-mail also communicated that the provisions of ML 2011-25 applicable to small
supervised lenders and mortgagees are being rescinded.
.50 The e-mail states that for annual recertification, small supervised
lenders and mortgagees must submit a copy of their unaudited regulatory
report that aligns with their fiscal year-end. FHA reports accepted are a
Report of Conditions and Income, also known as the Call Report on Federal
Financial Institutions Examination Council Forms 031 and 041; a consolidated
or fourth quarter Thrift Financial Report; or a consolidated or fourth quarter
National Credit Union Administration (NCUA) Call Report, submitted on
NCUA Form 5300 or 5310. The unaudited regulatory report must be signed
by a corporate officer. The documentation for the recertification should not
be submitted through the Lender Approval and Assessment Subsystem,
also referred to as LASS. Instead, the information should be e-mailed to
small.supervised.lenders@hud.gov. Information related to this can be found
on the HUD page of the GAQC website at www.aicpa.org/INTERESTAREAS/
GOVERNMENTALAUDITQUALITY/RESOURCES/HUDINFORMATION/
Pages/default.aspx.

Department of Energy—2011 Audit Guide for For-Profit
Recipients of Federal Awards
.51 In May 2012, the Department of Energy (DOE) released a final, updated audit guide (see http://energy.gov/management/downloads/final-profitaudit-guidance-fy-2011-and-following), which includes requirements and guidance for independent audit organizations conducting compliance audits of forprofit recipients of federal financial assistance from DOE for fiscal years 2011
and thereafter. The new guide replaces all previous versions of the guide. Note
that entities subject to an audit in accordance with OMB Circular A-133 and
their auditors should not use this guide and, instead, should use the guidance
found in that circular and the related OMB compliance supplement.
.52 The new guide states that the requirements and guidance set forth
in the document will be effective for all for-profit recipients' 2011 fiscal years
(that is, for any fiscal year ending in 2011) and thereafter. Because the updated
guide was not released until May 2012, it is possible that some auditors were
engaged by their clients and completed their audits on 2011 fiscal years using
the 2010 version of the audit guide. If entities subject to the guide have a
concern about the timing of the issuance of the guide in light of their own facts
and circumstances, they may wish to discuss the issue with the entity's DOE
contract officer, who may be able to clarify the course of action to take.
.53 Unfortunately, at the date of this writing, the DOE had not yet communicated with the auditor community a summary of major changes in the
audit approach that will result from the new guide. It is important that auditors who are engaged to perform audits under the new guide read through
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it carefully in order to ensure a full understanding of the changes. Watch the
GAQC website for an update on future developments in this area.
.54 The announcement of the release of the final 2011 audit guide for conducting compliance audits of for-profit recipients was made in Policy Flash
2012-39 (see http://energy.gov/management/office-management/operationalmanagement/procurement-and-acquisition/policy-flashes), which was issued
on May 7, 2012. Policy Flash 2012-39 states that the due date for the audits of
the recipients' FY 2011 expenditures has been extended until September 30,
2012.

Audit Developments
Reporting on Supplementary Information and Other
SEFA Considerations
.55 The guidance in Statement on Auditing Standards (SAS) No. 119,
Supplementary Information in Relation to the Financial Statements as a Whole
(AICPA, Professional Standards, AU section 551) is effective for December 31,
2011, and later year-ends. However, it is possible that audits are still being
performed for entities with a fiscal year-end prior to the effective date of SAS
No. 119. Therefore, it is important to note that the information in the following
sections is based on the guidance in SAS No. 119.
.56 The GAQC has made available practice aids related to the schedule
of expenditures of federal awards to assist both an auditor and auditee in this
area. The practice aids have been updated for SAS No. 119. Both auditor and auditee versions are available to the public. An auditor version that allows editing
of the content to fit the needs of a particular audit engagement is available at no
cost to GAQC members. These auditor tools are available on the GAQC website
at www.aicpa.org/InterestAreas/GovernmentalAuditQuality/Resources/Audit
PracticeToolsAids/Pages/Single%20Audit%20Practice%20Aids.aspx.

Dating the Auditor’s Report
.57 AU section 551, Supplementary Information in Relation to the Financial Statements as a Whole (AICPA, Professional Standards), states that
the auditor's report on supplementary information should not be dated earlier than the date on which the auditor completes the procedures outlined in
paragraph .07 of AU section 551. Therefore, in cases when the work performed
on the supplementary information, such as the schedule of expenditures of
federal awards (SEFA), is completed after completion of work on the financial
statements, the in-relation-to opinion will carry a later date than that of the
financial statements.
.58 The Auditing Standards Board (ASB) has issued Interpretation No.
1, "Dating the Auditor's Report on Supplementary Information," of AU section
551, Supplementary Information in Relation to the Financial Statements as a
Whole, (AICPA, Professional Standards, AU sec. 9551 par .01–.04), to address
how an auditor can make it clear that no additional procedures were performed
on the audited financial statements after the date of the financial statement
opinion when the reporting on the supplementary information is after the date
of the auditor's report.
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.59 When issuing a separate report on supplementary information3 (for
example, as part of OMB Circular A-133 compliance audit reporting or in a
stand-alone report), although not required, a sentence may be added at the end
of the first paragraph of the in-relation-to report that relates to the financial
statement opinion. The explanatory sentence indicates that the auditor has not
performed any auditing procedures subsequent to the date of the auditor's report on those financial statements. Paragraph .03 of the interpretation provides
illustrative report wording. The interpretation can be accessed on the AICPA
website at www.aicpa.org/Research/Standards/AuditAttest/Pages/RecentAA
Interpretations.aspx.
.60 The in-relation-to reporting on the SEFA should be the date on which
the auditor completed the procedures required under AU section 551.
.61 In some cases, when the auditor completes the procedures on the SEFA
required under AU section 551 after the date of the financial statement audit
report, the auditee may request that the auditor later add the in-relation-to reporting on the SEFA to the previously issued report on the financial statements.
It should be noted that when reporting on the SEFA (either in a separate report or in an explanatory paragraph within the auditor's report on the financial
statements) after the date of the auditor's report on the financial statements,
the auditor is not required to obtain additional evidence with respect to the audited financial statements. However, in the revised report, the auditor would
include two report dates to indicate that the date of the SEFA in-relation-to
reporting is as of a later date than that of the financial statement report date.
.62 Interpretation No. 1 of AU section 551 has been revised for clarity
for use when the clarified auditing standards are effective for an entity. The
approach remains similar in the interpretation that has been revised for clarity.
However, it is important to note that report language has changed under the
clarified standards. For more information, see Interpretation No. 1, "Dating
the Auditor's Report on Supplementary Information," of AU-C section 725,
Supplementary Information in Relation to the Financial Statements as a Whole
(AICPA, Professional Standards, AU-C sec. 9725 par. .01–.04).

SEFA—Basis of Accounting Different From the Financial Statements
.63 AICPA Technical Questions and Answers section 9160.27, "Providing
Opinion on a Schedule of Expenditures of Federal Awards in Relation to an Entity's Financial Statements as a Whole When the Schedule of Expenditures of
Federal Awards Is on a Different Basis of Accounting Than the Financial Statements" (AICPA, Technical Practice Aids), addresses the question of whether
the auditor can provide an in-relation-to opinion on the SEFA when it is prepared on a different basis of accounting (for example, cash basis) than that used
for the financial statements. Because OMB Circular A-133 does not specifically
prescribe the basis of accounting to be used by an entity to prepare the SEFA,
it may be presented on a different basis of accounting than that used to prepare
the financial statements.
.64 However, the entity is required to disclose the basis of accounting and
the significant accounting policies used in preparing the SEFA. The question
and answer indicates that if the SEFA is prepared on a different basis of

3
See also the section, "SEFA Reporting and Readily Available Financial Statements," for important information.
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accounting than that used for the financial statements, as long as the SEFA
can be reconciled back to the underlying accounting and other records used in
preparing the financial statements or to the financial statements themselves,
and as long as the other conditions and requirements of AU section 551 are
met, the auditor may provide an in-relation-to opinion on the SEFA.

SEFA Reporting and Readily Available Financial Statements
.65 One of the conditions needed for the auditor to opine on the SEFA
in-relation-to the financial statements under AU section 551 is that it will
accompany the entity's audited financial statements, or the audited financial
statements will be made readily available no later than the date of issuance by
the entity of the supplementary information and related auditor's report.
.66 Often, the SEFA is not presented with the audited financial statements but, instead, is presented in a separate, single audit-related package
that includes the auditor's reporting under OMB Circular A-133 and the Schedule of Findings and Questioned Costs. In these instances, it is important that
the entity's audited financial statements are made readily available. Audited
financial statements are deemed to be readily available if a third party user
can obtain the audited financial statements without any further action by the
entity. Informing the client of this requirement to make the audited financial
statements readily available is important to discuss with the client during the
planning stages of the audit.
.67 Note that although the SEFA is not required to accompany the financial statements, the audited financial statements are required to be submitted,
along with the SEFA, to the Federal Audit Clearinghouse (FAC) as part of the
single audit reporting package submission.

Pass-Through Awards to Subrecipients—SEFA Presentation
.68 It is important to remember that OMB Circular A-133 states that
the SEFA should include, to the extent practical, an identification of the total amount provided to subrecipients from each federal program. This can be
accomplished with a separate listing on the SEFA of funding for each federal
program that is made to subrecipients. This information may be presented on
the face of the schedule (as a separate column or section if the auditee prefers).
As an alternative, the information may be presented in the notes to the SEFA.

CFDA Number Not Available
.69 As a reminder to both grant recipients and auditors, OMB Circular
A-133 requires the auditee to prepare a SEFA for the period covered by the auditee's financial statements and to include the total federal awards expended
for each individual federal program and the Catalog of Federal Domestic Assistance (CFDA) number or other identifying number when the CFDA information
is not available.
.70 Some federal programs do not have a CFDA number. When a grant
or contract does not contain a CFDA number, the auditee should attempt to
obtain the number. This may be done via a search on the grantor's website
or an Internet listing of CFDA numbers (such as those at www.cfda.gov) or
through a communication with the grant contact person.
.71 When a program does not have a CFDA number, the FAC's data
collection form (DCF) instructions provide guidance. Those instructions note
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that the two digit awarding agency number followed by the contract or grant
number could be used. If the contract or grant does not have a number, the
number shown on the DCF could be the two-digit awarding agency's number
(as listed in Appendix 1 of the instructions), or 99 (if the federal agency is not
listed in Appendix 1) followed by "UNKNOWN."

Other Compliance Audit Considerations
Summary of Frequent Violations Relating to Single
Audits—Ethics Division
.72 The AICPA Professional Ethics division investigates potential disciplinary matters involving members of the AICPA and state CPA societies
participating in the Joint Ethics Enforcement Program. The investigations of
audits of government and not-for-profit entities are typically initiated by referral from the offices of inspectors general. The Professional Ethics division has
compiled a summary of recent violations that were frequently found in investigations related to governments and not-for-profit entities. Frequent violations
relating specifically to single audits are discussed in the following paragraphs.
.73 The listing includes violations related to major program determination, program testing, and reporting. Violations were found in which the auditor

r
r
r
r

failed to accurately identify and test all major programs in accordance with Circular A-133.
did not accurately identify and test all major programs as they
relate to program clusters (programs were improperly clustered).
failed to audit enough programs to meet the percentage of coverage rule.
failed to include required verbiage in the reports issued in a single
audit.

.74 A number of the frequent violations pertained to the SEFA and the
schedule of findings and questioned costs. Some of these are violations in which

r
r
r
r
r
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the SEFA did not clearly indicate the total federal expenditures
for each federal program.
the SEFA was not accompanied by notes to the schedule.
the SEFA did not contain certain required information, including
CFDA number or other identifying number, the federal agency,
or the name of the pass-through entity and identifying number
assigned by the pass-through entity.
the schedule of findings and questioned costs incorrectly identified
the dollar threshold used to distinguish between Type A and Type
B programs.
the auditor did not report audit findings in the schedule of findings
and questioned costs with the required elements of criteria, the
specific federal award identification, including CFDA number, or
the name of the federal agency.
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The Clarity Project
Introduction
.75 With the release of SAS Nos. 122–125, the ASB has substantially
completed its project to redraft all the auditing sections in Codification of
Statements on Auditing Standards (contained in AICPA Professional Standards). The issuance of the clarified standards reflects the ASB's established
clarity drafting conventions designed to make the standards easier to read,
understand, and apply. Among other improvements, GAAS now specifies more
clearly the objectives of the auditor and the requirements with which the auditor has to comply when conducting an audit in accordance with GAAS.
.76 As the ASB redrafted the standards for clarity, it also converged the
standards with the International Standards on Auditing (ISAs), issued by the
International Auditing and Assurance Standards Board.
.77 Although the purpose of redrafting the auditing standards is for clarity
and convergence and not to create additional requirements, auditors will need
to make some adjustments to their practices as a result of this project.

Effective Date
.78 SAS Nos. 122–125 are effective for audits of financial statements for
periods ending on or after December 15, 2012. Early implementation is not
permitted.
.79 When the clarified auditing standards (indicated by AU-C section
numbers in the codification) are effective for an entity, the previous auditing
standards (indicated by AU section numbers in the codification) will be superseded.

Impact of the Clarity Project
.80 The revisions to GAAS, although extensive, do not create many substantial requirements or change many existing requirements. Most are consistent with existing GAAS. However, some revisions do contain significant
changes from the extant4 standards and require auditors to prepare accordingly. Now is the time for all auditors to start preparing for the transition to
the clarified standards. A smooth transition requires information, education,
and training.
.81 To assist in the transition, the following paragraphs highlight some
important steps you can take to start preparing for the clarified standards and
minimize the impact of the transition on your firm and your clients.
.82 First, familiarize yourself with the clarified standards, including the
application material, appendixes, and exhibits. The ASB has redrafted its
Statements on Quality Control Standards and SASs using a drafting convention called the clarity format. This new format is clear, consistent, and easy to
understand.5

4
The term extant is used throughout this alert in reference to the standards that are superseded
by the clarified standards.
5
The Auditing Standards Board is also clarifying the attestation standards, and the Accounting
and Review Services Committee is clarifying the compilation and review standards following this
format.
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.83 The clarity format presents each standard in these categories:

r
r
r
r
r

Introduction. The introduction explains the purpose and scope of
the standard.
Objective. The objective defines the context in which the requirements are set.
Definitions. The definitions section, included where relevant, explains specific meanings of terms in the standard.
Requirements. The requirements set out what the auditor is required to do to achieve the objective of the standard. Requirements
are expressed using the words "the auditor should" or "the auditor
must."
Application and Other Explanatory Material. "Application and
Other Explanatory Material" paragraphs are cross-referenced to
the requirements and provide further explanation of, and guidance for, carrying out the requirements of the standard. These
paragraphs are an integral part of the standard, and the auditor
is required to read and understand the entire text of the standard,
including these paragraphs, in order to understand the objectives
of the standard and apply its requirements properly.

.84 Other clarity drafting conventions include the following:

r
r
r

Where appropriate, special considerations relevant to audits of
smaller, less complex entities within the text of the standard
Where appropriate, special considerations relevant to audits of
governmental entities within the text of the standard6
Formatting techniques, such as bullet lists, to enhance readability

.85 After reviewing the standards and becoming familiar with the
changes, identify the timing for transitioning the clarified standards for each
engagement. For example, several new requirements may involve planning
discussions with the client early in 2012; some may affect interim testing and
other fieldwork, and some may require changes to the report. Steps your firm
can take to implement the standards may include the following:

r
r
r
r
r

Appoint a person or team to be in charge of the transition.
Consider establishing small task forces of staff at different levels
to develop revisions to the firm's audit methodologies.
Provide training for all audit staff.
Review your client base to determine those clients that will be
affected first.
Provide an overview of how the audit engagement may change for
key client personnel.

.86 In addition to determining any changes necessary to audit procedures
and training in accordance with your firm's quality control procedures, you
will need to revise firm guidance and audit methodology to refer to the clarified
6
It is important to note that the special considerations content relevant to governmental entities
that are located within an AU-C section may include information relevant to audits of governmental
entities, to audits performed in accordance with Government Auditing Standards, or to compliance
audits.

ARA-SGA .83

19

GAS and Circular A-133 Developments—2012

standards. The effort required for these revisions will depend on the level of
detail of such references in your firm's methodology.
.87 The AICPA Audit Risk Alert Understanding the Clarified Auditing
Standards available at CPA2BIZ (product no. ARACLA12P), identifies the
substantive and clarifying changes in requirements from the Clarity Project
and includes a mapping schedule tracking the extant standards to the clarified
standards.

Clarified Auditing Standards—Impact on Single Audits
.88 Although the Clarity project was not intended to create additional requirements, some revisions have resulted in changes that may require auditors
to make adjustments in their practices. These changes are termed substantive
changes. In other cases, the changes made to a standard were primarily formatting changes or clarifying changes and will likely not have a large impact
on audit methodology.
.89 Revisions to extant standards that are of particular interest for those
auditors performing audits in accordance with Government Auditing Standards and OMB Circular A-133 are discussed in the following sections. The
revisions relate to extant standards as found in AU section 801, Compliance
Audits (AICPA, Professional Standards); AU section 532, Restricting the Use
of an Auditor's Report (AICPA, Professional Standards); and AU section 543,
Part of Audit Performed by Other Independent Auditors (AICPA, Professional
Standards).

Compliance Audits
.90 Although SAS No. 122, Statements on Auditing Standards: Clarification and Recodification (AICPA, Professional Standards), redesignated AU
section 801 as AU-C section 935, Compliance Audits (AICPA, Professional Standards), it did not supersede SAS No. 117, Compliance Audits (AICPA, Professional Standards, AU sec. 801). However, SAS Nos. 122; 123, Omnibus Statement on Auditing Standards—2011 (AICPA, Professional Standards); and 125,
Alert That Restricts the Use of the Auditor's Written Communication (AICPA,
Professional Standards, AU-C sec. 905), contained some revisions to the guidance related to compliance audits. The revisions include the following:

r
r

r

The report elements to be included in the auditor's report on compliance or a combined report on compliance and internal control
over compliance, as found in paragraphs .30–.31 of AU-C section
935, were revised.
The exhibit, "Illustrative Combined Report on Compliance
With Applicable Requirements and Internal Control Over
Compliance—(Unqualified Opinion on Compliance; No Material
Weaknesses or Significant Deficiencies in Internal Control Over
Compliance Identified)," to AU-C section 935 was revised to reflect
the report elements found in AU-C section 935.
The appendix containing AU-C sections not applicable to compliance audits was updated.

.91 In addition to the revisions found in AU-C section 935, there were
changes made to other AU-C sections that affect single audits. AU-C section 905, Alert That Restricts the Use of the Auditor's Written Communication
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(AICPA, Professional Standards), contains guidance specifically for audits performed in accordance with Government Auditing Standards. See the following
section, "Restricted Use Alert" for more information.
.92 SAS No. 117 superseded the previous guidance relating to compliance
auditing as found in SAS No. 74, Compliance Auditing Considerations in Audits
of Governmental Entities and Recipients of Governmental Financial Assistance.
SAS No. 74 stated that "if during a GAAS audit of the financial statements the
auditor becomes aware that the entity is subject to an audit requirement that
may not be encompassed in the terms of the engagement, the auditor should
communicate to management and those charged with governance that an audit in accordance with GAAS may not satisfy the relevant legal, regulatory,
or contractual requirements." This wording was not retained in SAS No. 117
because the ASB believed that the guidance would be better located in AU-C
section 260, The Auditor's Communication With Those Charged With Governance (AICPA, Professional Standards). To that end, paragraph .12 of AU-C
section 260 notes that the auditor should communicate with those charged with
governance other findings or issues, an example of which is a situation when
the auditor becomes aware that an entity is subject to an audit requirement
that is not encompassed in the terms of the engagement (for example, an audit in accordance with Government Auditing Standards, the Single Audit Act,
OMB Circular A-133, or other compliance audit requirements).

Restricted Use Alert
.93 AU-C section 905 establishes an umbrella requirement to include an
alert that restricts the use of the auditor's written communication when the
potential exists for that communication to be misunderstood if taken out of the
context in which the written communication is intended to be used. In addition
to auditor's reports, the auditor's written communications may include letters
communicating internal control-related matters or presentations addressing
communications with those charged with governance.
.94 The alert language in AU-C section 905, which indicates that the
communication is solely for the information and use of the specified parties, is
consistent with the extant standard. However, the guidance provides different
wording to be used when the engagement is performed in accordance with
Government Auditing Standards, and the written communication pursuant to
that engagement is made in accordance with certain other AU-C sections. The
following paragraphs present the guidance in AU-C section 905 as it relates to
audits performed under Government Auditing Standards. See the full text of
AU-C section 905 for information on the requirements under this section for
other types of engagements.

Considerations for Audits Performed Under Government Auditing
Standards and OMB Circular A-133
.95 AU-C section 905 provides that the alert language generally required
in the standard should not be used when

r
r
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— AU-C section 265, Communicating Internal Control Related Matters Identified in an Audit;
— AU-C section 806, Reporting on Compliance With Aspects
of Contractual Agreements or Regulatory Requirements in
Connection With Audited Financial Statements; or
— AU-C section 935.
.96 In these circumstances, the alert language is significantly different
than the language used for other engagements. AU-C section 905 notes that
Government Auditing Standards regard the auditor's written communications
issued pursuant to the AU-C sections listed in the preceding paragraph to be an
integral part of the audit engagement for the purpose of assessing the results
of the engagement. For that reason, different language (referred to as purpose
language) is used for these engagements. Paragraph .11 of AU-C section 905
notes that the alert language for engagements performed under Government
Auditing Standards should

r
r

describe the purpose of the auditors written communication, and
state that the auditor's written communication is not suitable for
any other purpose.

.97 Paragraph .A11 provides illustrative language that includes the elements of the alert required by the standards:
The purpose of this [report, letter, presentation, or communication] is
solely to [describe the purpose of the auditor's written communication,
such as to describe the scope of our testing of internal control over financial reporting and compliance, and the result of that testing, and not to
provide an opinion on the effectiveness of the entity's internal control
over financial reporting or on compliance]. This [report, letter, presentation, or communication] is an integral part of an audit performed
in accordance with Government Auditing Standards in considering
[describe the results that are being assessed, such as the entity's internal control over financial reporting and compliance]. Accordingly, this
[report, letter, presentation, or communication] is not suitable for any
other purpose.
.98 The guidance in AU-C section 905 is effective for the auditor's written
communications in a financial statement audit for periods ending on or after
December 15, 2012. So, for auditor's reports on financial statements audited
under Government Auditing Standards, the new purpose language should be
included in reports for periods ending on or after December 15, 2012 (for example, December 31, 2012 year-end audits). However, it is important to note
that this guidance is effective for other engagements conducted in accordance
with GAAS for the auditor's written communication issued on or after December 15, 2012, and, therefore, may affect a written communication prior to the
date that the clarified auditing standards are effective for that engagement.
As such, an auditor's written communication issued on or after December 15,
2012, in conjunction with a compliance audit performed under OMB Circular
A-133 should be based on the language found in paragraph .11 of AU-C section
905. Because Circular A-133 permits the Circular A-133 reporting package to
be submitted within 9 months after the entity's year-end, there may be Circular
A-133 reports relating to year-ends prior to December 31, 2012 (for example
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June 30, 2012 year-ends) that will not be issued until the first quarter of 2013.
Those Circular A-133 reports would include the new purpose language.
.99 Illustrative reports that contain language based on the guidance in
AU-C section 905 will be available in the 2012/2013 Audit Guide Government
Auditing Standards and Circular A-133 Audits that is scheduled to be available
in late 2012.

Group Audits
.100 AU-C section 600, Special Considerations—Audits of Group Financial Statements (Including the Work of Component Auditors) (AICPA, Professional Standards), specifically articulates the procedures necessary for a group
engagement team to perform when auditing group financial statements. The
requirements of AU-C section 600 may affect a firm's decision whether to accept or continue an engagement. A major area of change addresses effective
communication with, and supervision of, the component auditor. This guidance
is a substantive change from that found in AU section 543, Part of Audit Performed by Other Independent Auditors (AICPA, Professional Standards). The
applicability of this guidance will be discussed in the respective guides upon
the incorporation of the clarified auditing standards into the guides. Note that
revisions made to the guidance found in SAS No. 117 as part of the Clarity
project indicate that the guidance found in AU-C section 600 is applicable to
a compliance audit. Watch for further developments and guidance on how the
guidance regarding group audits will affect a compliance audit.
.101 The clarified standard identifies a group audit as the audit of group
financial statements (that is, financial statements that include the financial
information of more than one component). A group audit exists, for example,
when management prepares financial information that is included in the group
financial statements related to a function, process, product or service, or geographical location (subsidiary in a foreign country). Group audits usually, but
not always, include the work of component auditors. A component auditor performs work on financial information related to a component of the group that
the group engagement team will use for the group audit and can be an auditor
within the same audit firm (member office firm in another city or country) or
a different audit firm. A component auditor includes, for example, another auditor or an audit team from another office that performs inventory testing in
remote locations for the group auditor.
.102 AU-C section 600 is significantly broader in scope than the extant
standard. It shifts the focus of the audit from how to conduct an audit that
involves other auditors to how to conduct an effective audit of group financial
statements (see the subsequent section, "Terminology"). AU-C section 600 includes requirements of GAAS established in other standards that are applied
in audits of group financial statements. AU-C section 600 strengthens existing
standards by making it easier for auditors to understand and apply the requirements of GAAS, such as those contained in the risk assessment standards, in
the context of an audit of group financial statements. The extant standard was
written in 1972 and, thus, does not take into consideration the risk assessment
standards.

Differences in Focus and Approach
.103 The scope of AU-C section 600, including its objective, requirements,
and guidance, has been significantly expanded from the scope of the extant
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standard. AU-C section 600 specifically articulates the procedures necessary for
the group engagement team to perform in order to be involved with component
auditors to the extent necessary for an effective audit and, compared with the
extant standard, better articulates the degree of involvement required when
reference is made to component auditors in the auditor's report.
.104 The requirements of AU-C section 600 address the following:

r
r
r
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Acceptance and continuance considerations
The group engagement team's process to assess risk
The determination of materiality to be used to audit the group
financial statements
The determination of materiality to be used to audit components
The selection of components and account balances for audit testing
Communications between the group engagement team and component auditors
Assessing the adequacy and appropriateness of audit evidence by
the group engagement team in forming an opinion on the financial
statements

.105 In situations when the group engagement partner does not make
reference to a component auditor in the auditor's report on the group financial
statements, all the requirements of AU-C section 600 apply, when relevant, in
the context of the specific group audit engagement. Highlights of the requirements, particularly those that represent a change from existing standards,
follow. In situations when the group engagement partner decides to make
reference to a component auditor in the audit report on the group financial
statements, certain of the requirements of AU-C section 600 do not apply.

Terminology
.106 As previously mentioned, AU-C section 600 includes several new
terms, as well as certain revised terms, from the extant standard. The term
group is introduced, which is defined as "all the components whose financial
information is included in the group financial statements. A group always has
more than one component." Component is defined as "an entity or business
activity for which group or component management prepares financial information that is required by the applicable financial reporting framework to be
included in the group financial statements." Group financial statements are
defined as "financial statements that include the financial information of more
than one component."
.107 The term principal auditor, which is used in the extant standard,
is not used in AU-C section 600 and has been replaced by the terms group
engagement partner, group engagement team, or auditor of the group financial
statements.
.108 The definition of group engagement partner is aligned with the definition of engagement partner provided in AU-C section 220, Quality Control
for an Engagement Conducted in Accordance With Generally Accepted Auditing
Standards (AICPA, Professional Standards), as follows: "The partner or other
person in the firm who is responsible for the group audit engagement and its
performance and for the auditor's report on the group financial statements that
is issued on behalf of the firm."
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.109 The group engagement partner is the individual responsible for

r
r

the direction, supervision, and performance of the group audit
engagement in compliance with professional standards and regulatory and legal requirements, and
determining whether the auditor's report that is issued is appropriate in the circumstances.

.110 However, the group engagement partner may be assisted in fulfilling
his or her responsibilities by the group engagement team or, as appropriate
in the circumstances, by the firm. To help distinguish when such assistance is
permitted, AU-C section 600 uses the terms group engagement partner, group
engagement team, and auditor of the group financial statements.
.111 Requirements to be undertaken by the group engagement partner
are addressed to the group engagement partner. When the group engagement
team may assist the group engagement partner in fulfilling a requirement,
the requirement is addressed to the group engagement team. When it may
be appropriate in the circumstances for the firm to fulfill a requirement, the
requirement is addressed to the auditor of the group financial statements.
.112 Group engagement team is defined as "partners, including the group
engagement partner, and staff who establish the overall group audit strategy,
communicate with component auditors, perform work on the consolidation process, and evaluate the conclusions drawn from the audit evidence as the basis
for forming an opinion on the group financial statements." Note that auditors
who do not meet the definition of a member of the group engagement team are
considered to be component auditors. Thus, a component auditor may work for
a network firm of the group engagement partner's firm or may even work for a
different office of the same firm.
.113 The AICPA Audit Risk Alert Understanding the Responsibilities
of Auditors for Audits of Group Financial Statements provides additional
guidance for implementing this standard. It is available online at www.cpa2biz
.com/AST/Main/CPA2BIZ Primary/AuditAttest/AuditPreprationandPlanning/
PRDOVR∼PC-ARAGRP/PC-ARAGRP.jsp.

On the Horizon
.114 Auditors should keep abreast of developments and upcoming guidance that may affect their engagements. The following section presents information about an ongoing project that has particular significance to the single
audits. Many more accounting and auditing projects exist in addition to that
discussed here. Readers should refer to the Audit Risk Alert General Accounting and Auditing Developments—2011/12 (product no. 0223311), for further
information.

2012/2013 Government Auditing Standards and Circular
A-133 Audits Audit Guide
.115 An early release of the 2012/2013 Audit Guide Government Auditing Standards and Circular A-133 Audits is planned in order to provide auditors with up-to-date information for audits performed in accordance with
the AICPA's clarified auditing standards and Government Auditing Standards, December 2011 Revision, which are both effective for audits of financial
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statements for periods ending on or after December 15, 2012. It is anticipated
that the guide (the 2012/2013 edition) will be available in December 2012. The
2012/2013 edition will be a valuable resource for single audit engagements for
periods ending on or after December 15, 2012.
.116 The February 1, 2012, edition (2012 edition) of the Audit Guide Government Auditing Standards and Circular A-133 Audits audit guide contains
information relevant to audits of periods ending prior to the effective date of
the clarified auditing standards and the 2011 revision of Government Auditing
Standards. The 2012 edition is now available and is a valuable resource for
single audit engagements for periods ending before December 15, 2012.

OMB Developments
.117 OMB issued for comment an Advance Notice of Proposed Guidance,
Reform of Federal Policies Relating to Grants and Cooperative Agreements;
cost principles and administrative requirements (including Single Audit Act)
in February 2012. The advance notice is part of the effort to increase the effectiveness and efficiency of federal programs through strengthening the oversight
of federal grant dollars. To this end, OMB has developed a series of reform ideas
that could

r
r
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standardize information collections across agencies,
adopt a new risk-based model for single audits, and
provide new administrative approaches to determining and monitoring the expenditure and allocation of federal funds.

.118 OMB issued the advance notice to more fully describe the reform
ideas being contemplated so that the public can provide feedback. Note that
this is the first step in the process. OMB will consider the feedback received on
the advance notice and move to the next step—that is, developing proposed revisions to various federal regulations and circulars. The following describes some
of the key ideas for single audits that are covered in the advance notice. The
reform ideas fall into three main categories: (1) reforms to audit requirements,
(2) reforms to cost principles, and (3) reforms to administrative requirements.

Reforms to Audit Requirements
.119 The reforms to audit requirements being considered, as discussed in
the advance notice, relate to the following five reform areas:
a. Concentrating audit resolution and oversight resources on higher
dollar, higher risk awards
b. Streamlining the universal compliance requirements in the Circular A-133 compliance supplement
c. Strengthening the guidance on audit follow-up for federal awarding
agencies
d. Reducing burden on pass-through entities and subrecipients by
ensuring across-agency coordination
e. Reducing burdens on recipients, pass-through entities, and subrecipients relative to audits and audit follow-up.
.120 A summary of certain reforms under consideration that are presented
in the advance notice follow in the subsequent paragraphs.
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.121 Proposed single audit threshold increase. Entities that expend less
than $1 million in federal awards would not be required to undergo a single
audit. This would represent an increase from the current threshold for single
audits of $500,000, which was established in 2003. The GAQC performed a
quick analysis of the 2010 FAC database and believes that just over 10,000
auditees may no longer be required to have a single audit if the threshold is
increased.
.122 New category of single audit. For those entities expending between
$1 million and $3 million in federal awards, a single audit would be required,
but major program audit procedures would be focused on testing only two
compliance requirements—that is, allowable and unallowable costs and one
additional requirement that would be selected by the federal agency responsible
for the program. The advance notice is silent regarding the level of testing of
internal control over compliance that would be expected. The GAQC quick
analysis of the 2010 FAC database shows that approximately 16,000 auditees
may fall into this category.
.123 Changes for larger single audits. For entities expending more than
$3 million in federal awards, a full single audit would be required. However,
the advance notice indicates that federal agencies may identify subsets of compliance requirements that they believe most effectively address improper payments, waste, fraud, abuse, and program performance and require additional
testing for those requirements. At the same time, the advance notice indicates
that other compliance requirements could be made optional for testing, or the
auditor could be directed to perform less testing on those requirements. The
advance notice also states that federal agencies could move compliance requirements that would no longer be "universal" to a specific program's special tests
and provisions compliance requirement, if a requirement is deemed to be relevant to preventing waste, fraud, and abuse for that program. The GAQC quick
analysis of the 2010 FAC database indicates that just over 17,000 audits may
fall into this category.
.124 Audit follow-up by federal agencies. OMB is considering ideas for
making federal agencies more accountable for audit follow-up and audit resolution. Among the ideas discussed, the advance notice mentions that the federal
government might digitize single audit reports into a searchable database to
support analysis by federal agencies.
.125 Pass-through entities and subrecipients. The ideas discussed in this
section call for more federal coordination regarding additional federal agency
audits of recipient entities. Further, for entities that receive a majority of
funds directly from the federal government and some other awards from a
pass-through entity, the suggestion is for the federal government to perform
audit follow-up for all funds, both direct and subawards, when the findings
are not specific to the program delivery of the subawards. However, once the
federal government has resolved the "general" findings, it would be up to the
pass-through entity to follow up to ensure that the subrecipient complies with
the audit resolution.

Reforms to Cost Principles
.126 The proposed reforms to cost principles discussed in the advance
notice relate to 18 possible areas of change. The areas cover a broad spectrum
of topics and types of costs. A sampling of those that would affect not-for-profit
entities include
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consolidating the cost principles into a single document with limited variations by type of entity.
for indirect costs, using flat rates instead of negotiated rates.
exploring alternatives to time-and-effort reporting requirements
for salaries and wages through the use of pilot projects.
clarifying the threshold for an allowable maximum residual inventory of unused supplies.
providing nonprofit organizations an example of the Certificate of
Indirect Costs and providing an example of indirect cost proposal
documentation requirements.

.127 Changes to the Cost Principles. While of primary concern to audit
clients, an auditor may want to become aware of the potential changes to the
cost principles (that is, OMB Circular A-21, Cost Principles for Educational
Institutions, OMB Circular A-87, Cost Principles for State, Local, and Indian
Tribal Governments, and OMB Circular A-122, Cost Principles for Non-Profit
Organizations, and the Cost Principles for Hospitals) as ultimately, any changes
to the cost principles could affect the allowability testing performed in the
future.

Reforms to Administrative Requirements
.128 The proposed reforms to administrative requirements discussed in
the advance notice relate to the following five reform areas:
a. Creating a consolidated, uniform set of administrative requirements
b. Requiring preaward consideration of each proposal's merit and
each applicant's financial risk
c. Requiring agencies to provide 90-day notice of funding opportunities
d. Providing a standard format for announcements of funding opportunities
e. Reiterating that information collections are subject to Paperwork
Reduction Act approval
.129 Reforms to the administrative requirements. For the most part, the
proposed changes to the administrative requirements (that is, the governmentwide common rule implementing OMB Circular A-102, Grants and Cooperative
Agreements with State and Local Governments, OMB Circular A-110, Uniform
Administrative Requirements for Certain Grants and Other Agreements with
Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations, and OMB Circular A-89, Catalog of Federal Domestic Assistance) are
suggestions for federal agency change. However, they do provide an idea of
potential changes in the way federal funding may be awarded.
.130 The OMB asked whether those reviewing the advance notice had
other suggestions for reforms that should be considered by OMB as it considers
ways to relieve administrative burden. It also asked for feedback in terms of
whether the proposals discussed in the advance notice would result in reduced
burden.
.131 Further developments relating to this will be unfolding in the near
future. The advance notice indicates that the comments received will assist
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the OMB in its development of a Federal Register notice, to be published
later in 2012, which would propose specific revisions to existing requirements,
which may or may not include the topics discussed here. It is important for
those involved with single audits to watch for further developments. The advance notice is currently available on the OMB website at www.whitehouse
.gov/sites/default/files/omb/financial/fr-notice-grant-reform-2012.pdf.

Resource Central
.132 The following are various resources that practitioners engaged in
audits of entities subject to Government Auditing Standards and Circular A133 may find beneficial.

Practice Aid Available to Assist Auditors With the New 2011
Independence Requirements
.133 To assist an auditor in evaluating nonaudit services and the effect
of performing such services on auditor independence under the 2011 revision
of Government Auditing Standards, a practice aid has been developed by the
AICPA GAQC, 2011 Yellow Book Independence—Non-Audit Services Documentation Practice Aid. This practice aid will also help auditors in both applying
the conceptual framework for independence contained in the 2011 revision and
complying with the new independence documentation requirements.
.134 The practice aid is being released in two forms. One is a flat PDF file
of the entire practice aid that is available at no cost to all AICPA members,
including GAQC members. An electronic version of the practice aid is also
available that allows the auditor to input responses regarding the various
independence considerations that may be saved and used as part of audit documentation. A small cost is associated with accessing this version of the practice
aid, which is to be used in conjunction with the PDF, available at no cost. More
information about the practice aid and how to obtain it can be found on the Resources page of the GAQC website www.aicpa.org/InterestAreas/Governmental
AuditQuality/Resources/AuditPracticeToolsAids/Pages/YellowBookAuditTools
andAids.aspx.

Other Resources
.135 In addition to the nonaudit services practice aid noted previously,
there are other resources available. The GAQC has archived a web event,
"Understanding the AICPA's Yellow Book Independence Practice Aid for Performing Nonaudit Services." Open to the public, this web event walks the
auditor through the practice aid and its various appendixes. For more information on this web event, go to www.aicpa.org/InterestAreas/GovernmentalAudit
Quality/Resources/Pages/Archived%20GAQC%20Conference%20Calls.aspx.
.136 Another resource is a comparison document, AICPA—GAGAS
(Yellow Book) Independence Rules Comparison: Nonaudit Services, that has
been recently updated by the AICPA Ethics team. This document compares
and contrasts AICPA standards to the independence standard as found in Government Auditing Standards, December 2011 Revision. This document, open to
the public, is available on the Professional Ethics page of the AICPA website at
www.aicpa.org/interestareas/professionalethics/resources/tools/downloadable
documents/2012mayaicpagaocomparision.pdf.
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Publications
.137 Practitioners may find the following publications useful. Choose the
format best for you—online or print.
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Audit and Accounting Guide Government Auditing Standards and
Circular A-133 Audits (2012) (product no. AAGGAS12E [ebook],
WRF-XX [online], or AAGGAS12P [paperback])
Audit and Accounting Guide Not-for-Profit Entities (2012) (product no. AAGNFP12E [ebook], WNP-XX [online], or AAGNFP12P
[paperback])
Audit and Accounting Guide State and Local Governments (2012)
(product no. WGG-XX [online], or AAGSLG12P [paperback])
Audit and Accounting Guide Assessing and Responding to Audit Risk in a Financial Statement Audit (2012) (product no.
AAGRAS12E [ebook], WRA-XX [online], or AAGRAS12P [paperback])
Audit Risk Alert General Audit Risk Alert (2012) (product no.
ARAGEN11e [ebook], WGE-XX [online], or 0223311 [paperback])
Audit Risk Alert Not-for-Profit Entities Industry Developments
(2012) (product no. ARANFP12E [ebook], WNP-XX [online], or
ARANFP12P [paperback])
Audit Risk Alert Understanding the Responsibilities of Auditors
for Audits of Group Financial Statements (2012) (product no. ARAGRP12E [ebook], or ARAGRP12P [paperback])

CPE
.138 The AICPA offers a number of CPE courses that are valuable to CPAs
working in public practice and industry, including the following specifically
related to those preforming audits in accordance with Government Auditing
Standards and OMB Circular A-133:
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The 2011 Yellow Book: Government Auditing Standards
Applying A-133 to Nonprofit and Governmental Organizations
Solving Complex Single Audit Issues for Government and Nonprofit Organizations
Analytical Procedures for Nonprofit Organizations

.139 Visit www.cpa2biz.com for a complete list of CPE courses.

Online CPE
.140 AICPA CPExpress, offered exclusively through CPA2Biz, is the
AICPA's flagship online learning product. AICPA members pay $209 for a
new subscription and $145 for the annual renewal. Nonmembers pay $435
for a new subscription and $375 for the annual renewal. Divided into 1-credit
and 2-credit courses that are available 24 hours a day, 7 days a week, AICPA
CPExpress offers hundreds of hours of learning in a wide variety of topics.
.141 Also available is CPExpress—Government & Not-for-Profit, which
offers over 65 courses totaling more than 95 hours of CPE focusing on areas
of special interest to those performing audits in accordance with Government
Auditing Standards and OMB Circular A-133. AICPA members pay $129, with
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nonmembers paying $229, for one year of unlimited online access to courses in
the Government & Not-For-Profit CPExpress library. The following topics are
a sample of those included in the course offerings:
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Single audits
Yellow Book requirements
Accounting requirements for governments and NFPs
HUD-assisted projects
A&A annual and quarterly updates on recent developments

.142 To register or learn more, visit www.cpa2biz.com.

Webcasts
.143 Stay plugged in to what is happening and earn CPE credit right from
your desktop. AICPA webcasts are high quality, two-hour CPE programs that
bring you the latest topics from the profession's leading experts. Broadcast
live, they allow you to interact with the presenters and join in the discussion. If you cannot make the live event, each webcast is archived and available on CD-ROM. For additional details on available webcasts, please visit
www.cpa2biz.com/AST/AICPA CPA2BIZ Browse/Store/Webcasts.jsp.

Member Service Center
.144 To order AICPA products, receive information about AICPA activities, and get help with your membership questions, call the AICPA Service
Center Operations at 888.777.7077.

Hotlines
Accounting and Auditing Technical Hotline
.145 Do you have a complex technical question about GAAP, other comprehensive bases of accounting, or other technical matters? If so, use the
AICPA's Accounting and Auditing Technical Hotline. AICPA staff will research
your question and call you back with the answer. The hotline is available
from 9 a.m. to 8 p.m. EST on weekdays. You can reach the Technical Hotline at 877.242.7212 or online at www.aicpa.org/Research/TechnicalHotline/
Pages/TechnicalHotline.aspx. Members can also e-mail questions to aahotline@aicpa.org. Additionally, members can submit questions by completing a
Technical Inquiry form found on the same website.

Ethics Hotline
.146 In addition to the Technical Hotline, the AICPA also offers an Ethics
Hotline. Members of the AICPA's Professional Ethics Team answer inquiries
concerning independence and other behavioral issues related to the application
of the AICPA Code of Professional Conduct. You can reach the Ethics Hotline
at 888.777.7077 or by e-mail at ethics@aicpa.org.

AICPA Online Professional Library: Accounting
and Auditing Literature
.147 The AICPA has created your core accounting and auditing library online. The AICPA Online Professional Library is now customizable to suit your
preferences or your firm's needs. Or, you can sign up for access to the entire
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library. Get access—anytime, anywhere—to the Financial Accounting Standards Board Accounting Standards Codification™, the AICPA's latest Professional Standards, Technical Practice Aids, Audit and Accounting Guides, Audit
Risk Alerts, Accounting Trends & Techniques, and more. To subscribe to this
essential online service for accounting professionals, visit www.cpa2biz.com.

Codified Clarity Standards
.148 The first place you can obtain the codified clarity standards is in
AICPA Professional Standards in the AICPA Online Professional Library.
Although the individual SASs are available in paperback, this online codified
resource is what you need to update your firm audit methodology and begin
understanding how Clarity changes certain ways you perform your audits.
Visit www.cpa2biz.com/AST/Main/CPA2BIZ Primary/Ethics/PRDOVR∼PC005102/PC-005102.jsp?selectedFormat=Online Subscription to obtain access
to AICPA Professional Standards online.
.149 The codification of clarified standards includes various resources,
including

r
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a preface, "Principles Underlying the Conduct of an Audit in Accordance With Generally Accepted Auditing Standards;"
a glossary of terms defined in the standards;
appendixes describing the differences between GAAS and the
ISAs; and
a table mapping the extant AU sections to the clarified AU sections.

.150 The AICPA publishes annually, in paperback, the codified standards
in both the Statements on Auditing Standards Codification and Professional
Standards in April and August, respectively.

Financial Reporting Center of AICPA.org
.151 CPAs face unprecedented changes in financial reporting. As such,
the AICPA has created the Financial Reporting Center to support you in the
execution of high quality financial reporting. This center provides exclusive
member-only resources for the entire financial reporting process and can be accessed at the Interest Areas page of aicpa.org at www.aicpa.org/InterestAreas/
FRC/Pages/FRC.aspx.
.152 The Financial Reporting Center provides timely and relevant news,
guidance, and examples supporting the financial reporting process, including accounting, preparing financial statements and performing compilation
reviews, audit, attest, or assurance and advisory engagements.
.153 For example, the Financial Reporting Center offers a dedicated section to the Clarity project. For the latest resources available to help you implement the clarified standards, visit the "Improving the Clarity of Auditing Standards" page on aicpa.org at www.aicpa.org/InterestAreas/FRC/AuditAttest/
Pages/ImprovingClarityASBStandards.aspx.

Industry Conferences
.154 The AICPA sponsors four annual conferences that include a focus
on Government Auditing Standards and OMB Circular A-133 topics in the
summer and fall of each year.
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.155 The National Governmental Accounting and Auditing Update Conference (GAAC) EAST will be held August 20–21, 2012, in Washington, D.C.,
and its counterpart, GAAC WEST, will be held September 19–20, 2012, in Las
Vegas, NV. These conferences are designed for CPAs working in federal, state,
and local government; public practitioners with government clients; and regulators who need to be aware of emerging developments. Attending one of these
conferences is a great way to receive timely guidance, along with practical advice on how to handle new legislation and standards, from key government
officials and representatives of the accounting profession, including the standard setters themselves.
.156 The AICPA National Governmental and Not-for-Profit Training Program will be held October 22–24, 2012, in Las Vegas, NV. If you need hands-on
training and are a CPA in public practice or a governmental or not-for-profit
staffer, then this conference is for you. You'll hear directly from the standard
setters and industry leaders on a variety of topics, including developments
in governmental accounting and auditing; the latest in proposed regulations
and laws on the local, state, and federal government levels, as well as those
affecting the not-for-profit sector; and more.
.157 The National Not-for-Profit Industry Conference will be held June
20-21, 2013 in Washington, D.C. The conference offers a wide range of topics
geared to not-for-profit professionals at every level: tax, management, audit
and accounting, fundraising, and regulatory.
.158 For further information about the conferences, call 888.777.7077 or
visit www.cpa2biz.com.

AICPA GAQC
.159 The GAQC is a voluntary membership center for CPA firms and state
audit organizations, designed to improve the quality and value of governmental audits. For the purposes of the GAQC, governmental audits are performed
under Government Auditing Standards and are audits and attestation engagements of federal, state, or local governments; not-for-profit entities; and certain
for-profit organizations, such as housing projects and colleges and universities
that participate in governmental programs or receive governmental financial
assistance. The GAQC keeps members informed about the latest developments
and provides them with tools and information to help them better manage their
audit practice. CPA firms and state audit organizations that join demonstrate
their commitment to audit quality by agreeing to adhere to certain membership
requirements.
.160 The GAQC has been in existence since September 2004. Since its
launch, center membership has grown to 17 state audit organizations and
almost 1700 firms from 50 states, the District of Columbia, Puerto Rico, and
the U.S. Virgin Islands. The CPA firm members of the GAQC account for over
90 percent of the total federal expenditures covered in single audits as found
in the FAC (http://harvester.census.gov/fac/) for the year 2010 (the latest year
with complete submission data).
.161 The GAQC's focus is to promote the highest quality audits and to
save members time by providing a centralized place to find information that
they need, when they need it, to maximize quality and practice success. Center
resources and benefits include the following:

ARA-SGA .155

r
r
r
r
r
r

33

GAS and Circular A-133 Developments—2012

E-mail alerts with the latest audit and regulatory developments,
including information on the Recovery Act and its impact on your
audits
Exclusive webcasts and webinars on compliance auditing and
timely topics relevant to governmental and not-for-profit financial statement audits (optional CPE is available for a small fee,
and events are archived online)
Dedicated GAQC web page on the aicpa.org website with resources (including a Recovery Act Resource Center), community,
events, products, and a complete listing of GAQC members in each
state
Single audit practice aids and tools, some of which are described
in this alert and are available via the GAQC website
Online member discussion forums for sharing best practices and
discussing issues members are facing
Savings on professional liability insurance

.162 For more information about the GAQC, visit the GAQC web page at
www.aicpa.org/GAQC.

Help Desk—With all the current revisions to standards related to
single audits, your CPA firm or state audit organization should consider joining the center. To enroll or learn more about the GAQC,
including details on the membership requirements and fees and
for a preview of member benefits, go to the membership page of
the GAQC at www.aicpa.org/INTERESTAREAS/GOVERNMENTAL
AUDITQUALITY/MEMBERSHIP/Pages/default.aspx or e-mail the
GAQC staff at GAQC@aicpa.org.

AICPA Industry Expert Panel—State and Local Governments
.163 The State and Local Government Expert Panel is an AICPA volunteer group whose purpose is to identify state and local government financial
reporting and auditing issues and to work with appropriate bodies for resolutions benefiting the public interest; conduct liaison activities with GASB, regulators such as the GAO and OMB, and applicable industry associations; and
advise and assist in the development of AICPA products and services related to
state and local government audits. For information about the activities of the
State and Local Government Expert Panel, visit the panel's web page in the
"Industry Insights" section of the FRC at www.aicpa.org/InterestAreas/FRC/
IndustryInsights/Pages/Expert Panel State and Local Governments.aspx.

AICPA Industry Expert Panel—Not-for-Profit Entities
.164 The AICPA Not-for-Profit Entities Industry Expert Panel assists
those working in the industry by identifying financial reporting and auditing
issues within the industry for which guidance from standard-setting bodies is
needed and by working with appropriate bodies having authority over such
standards in finding resolutions to the issues. For more information about the
activities of the Not-for-Profit Entities Expert Panel, visit the panel's web page
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in the "Industry Insights" section of the FRC at www.aicpa.org/InterestAreas/
FRC/IndustryInsights/Pages/Expert Panel Not for Profit Entities.aspx.

Industry Websites
.165 The Internet covers a vast amount of information that may be valuable to auditors of entities subject to Government Auditing Standards or OMB
Circular A-133 audits, including current industry trends and developments.
Some of the more relevant sites are shown in the appendix of this alert.
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Appendix—Additional Internet Resources
Here are some useful websites that may provide valuable information to accountants.
Website Name
AICPA

Content

Website

Summaries of recent
www.aicpa.org
auditing and other
www.cpa2biz.com
professional standards, as www.ifrs.com
well as other AICPA
activities

Catalog of Federal Electronic searchable
Domestic
version of the CFDA,
Assistance (CFDA) which may be useful for
identifying or verifying
CFDA numbers

www.cfda.gov

Department of
Education: Office
of Inspector
General
Non-Federal Audit
Team

Provides sources,
including various audit
guides, to assist in the
conduct and
understanding of single
audits and audits of
student financial aid

www2.ed.gov/about/offices/
list/oig/nonfed/nfteam.html

Department of
Health and
Human Services
(HHS): Office of
Inspector General

Provides information
regarding HHS agencies
and their programs,
including inspections of
grant programs

www.oig.hhs.gov

Department of
Housing and
Urban
Development
(HUD): Office of
Inspector General

Among the items found
www.hudoig.gov
on this website is the
Consolidated Audit Guide
for Audits of HUD
Programs

Federal Audit
Clearinghouse
(FAC)

Website used for
http://harvester.census.gov/
submission of data
fac/
collection form. It
contains various versions
of the data collection form
(Form SF-SAC)

Federal Funding
Information related to the http://ffata.org/ffata/
Accountability and Transparency Act and its
Transparency Act related reporting
(FFATA)
(continued)
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Website Name

Content

Website

FFATA Subaward
Reporting System
(FSRS)

Report submission
website

www.fsrs.gov

The Federal
Reserve Board

Source of key interest
rates

www.federalreserve.gov

Financial
Accounting
Standards Board
(FASB)

Summaries of recent
accounting
pronouncements and
other FASB activities

www.fasb.org

Government
Accountability
Office (GAO)

Policy and guidance
materials (including the
2011 Yellow Book) and
reports on federal agency
major rules

www.gao.gov

Governmental
Accounting
Standards Board
(GASB)

Summaries of recent
accounting
pronouncements and
other GASB activities

www.gasb.org

Governmental
Audit Quality
Center

A membership center for
firms and state audit
organizations providing
information and
resources to those
performing governmental
audits

www.aicpa.org/GAQC

Government
Printing Office
Access

Includes a comprehensive
list of available official
federal resources (and
related links) and is the
official online bookstore
for government
publications

www.gpo.gov/fdsys/

IGnet

Includes electronic
www.ignet.gov/
versions of the audit
review guidelines that the
federal inspectors general
use in performing reviews
of selected single audits
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Website Name

Content

Website

Includes information on
the federal budget, the
president's management
agenda, regulatory and
legislative information,
and OMB circulars. Also
includes guidance related
to Recovery Act programs
and the accountability of
Recovery Act funding

www.whitehouse.gov/omb/

Private Company
Financial
Reporting
Committee

Information on the
initiative to further
improve FASB's
standard-setting process
to consider needs of
private companies and
their constituents of
financial reporting

www.pcfr.org

Public Company
Accounting
Oversight Board
(PCAOB)

Information on
accounting and auditing
activities of the PCAOB
and other matters

www.pcaob.org

Recovery.gov and
Recovery
Accountability and
Transparency
Board (RATB)

User-friendly tool
maintained by the RATB
to track Recovery Act
spending and projects,
including how and where
the funds are spent

www.recovery.gov

USA.gov

Portal through which all
government agencies can
be accessed

www.usa.gov

USAspending.gov

Searchable database with
information on
government contract,
grant, and other award
data

www.usaspending.gov

Office of
Management and
Budget (OMB)

OMB circulars:
www.whitehouse.gov/omb/
circulars/
Recovery Act guidance:
www.whitehouse.gov/
recovery/
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